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Assalamu’alaikum warahmatullahi wabarakaatuh

First of all, let us thank Allah SWT for permitting us to be here,
despite the Covid-19 pandemic that still require us to limit our
physical interaction. Secondly, | would like to express my gratitude

to the organizing committee for their hard work and dedication in
preparing the 8" AICIF conference this year. | sincerely thank the International Council of Islamic
Finance Educators board, which is the engine behind the networking of ASEAN Islamic educators.
The credit also goes to all co-organizers for their contribution to make this conference possible
despite such a difficult situation we are in. Jazaakumullah khairan katsiran.

When I announced Tazkia’s willingness to be the host of the 8" AICIF, in Unida last year, |
immidiately promoted Bogor with all its places of interests that we could visit after the conference.
Unfortunately, it is impossible now due to current travel limitation that we endure due to pandemic.
Therefore, many of you are not able to physically enjoy the beauty of Bogor, however the organizer
has prepared a virtual sightseeing which I hope you will find it exciting. The Covid-19 pandemic
has impacted many people’s live, just as what has been described in QS Al-Bagarah (2): 155 that
Allah SWT tests mankind through fear, hunger, loss of wealth, lives and fruits. However, Allah
SWT has promised that He would offer good tidings to those who remain patient. | still promise
you that we will become a host again someday, and will entertain you with the real Bogor, so
please be patient.

In my speech today, | would like to address whether we as educators and researchers have
contributed something to the ummah through Islamic economics and finance. This may be too early
to tell, but we should carry out serious research to respond to this question and seek
recommendation for our future course of action.

In my early stage of research analyzing 250 Islamic economics papers from 2014-2020 shows that
the contribution of Islamic economic studies toward economic growth has positive trend. Global
Islamic Economy Indicator (GIEI) score released by Dinar Standard is shown to be significantly
related to Gross Domestic Product (GDP) of each country. However, numbers of researchers, R&D
cost, and gross enrollment are not significant enough to influence both GIEI and GDP. The research
suggests that more invesments in all countries are required to ensure the increase in number of
researchers and research costs which eventually would result to the increase in number of
researches. When number of researches increases, it is expected that it would contribute more
positively towards the GIEI and GDP of each country. This research also finds that research
direction of the studies under review mostly employ post-positivism and constructivism—
interpretivism paradigms with countries being researched are mostly Malaysia, UAE and Indonesia.
That’s from macro development perspective.
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From micro development side, | have observed 21,193 participants attended Islamic personal
finance training between 2011-2020, consists of 90 percent Muslim participants, 90 percent
Indonesians living in 28 different countries. | found that 80% of the participants have not fully
embraced shariah finance in their daily life. It covers right from engaging Islamic finance various
products and services, understanding Islamic contracts, calculating personal zakat and resolving
issues on inheritance. | even have observed that many Islamic economics and finance educators,
researchers, practitioners have not embraced real shariah practices in their daily life. It seems to
them, perhaps to us, Islamic economics and finance are mere formality.

Thus, | absolutely agree that we should ensure stability of the socio-economic and financial systems
with the present challenges in advancing the human development. Therefore, | urge everyone here
to form a solid cemented structure that is mentioned in QS As-Saff (61): 4 in order to address
human development issues. Today, we have a very difficult task. Yes, we have successfully
produced nearly a million alumni studied Islamic economics and finance in our respective
universities but we are in grey area whether they spent years just to get a degree and a good career,
or they turn up to be agents of change themselves and became better persons with akhlaqul
karimah, as well as ready to deliver change in their societies.

Amidst with the current advancement in technology, Al-Qur’an remains valid to address to this
pertinent question, let’s shape our students with Al-Qur’an, integrate our academic curriculum and
co-curriculum activities with Al-Qur’an, and change of research paradigm with Al-Qur’an. With
that, I conclude my speech.

Thank you.

Wassalamu’alaikum warahmatullahi wabarakaatuh
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The Role of Philanthropy Activities in Islamic Banking: A Strategy to Achieve
Sustainable Development Goals

Siti Sumiati
RimaYulia Sueztianingrum
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Abstract

The purpose of Philanthropy activities is manifested in Corporate Social Responsibility
activities which consist of 3 aspects, namely CSR Economic Performance, CSR Environment
Performance and CSR Social Performance. This activity is one of the keys to achieving the
Sustainable Development Goals (SDG's) program. The success of the SDG program can be
seen from the company's benefits which are presented in financial performance. Islamic
banking systems that benefit by balancing between business and social can be an important
indicator in the SDG's. The population in this study are all Islamic banks in Indonesia. The
sampling method used was purposive random sampling with the criteria of Islamic banks to
issue annual financial reports and sustainability report. The results of the study are expected
to be the basis for decision making by Islamic bank managers in optimizing Corporate Social
Responsibility so as to improve financial performance.

Keywords: Philanthropy activities, CSR Economic Performance, CSR Environment
Performance, CSR Social Performance, financial performance, Islamic Bank.

l. Introduction

The issue of strategies for the success of Sustainable Development Goals (SDGs) is an
interesting issue among academics in various countries (Elalfy et al., 2020; Saz-Gil et al.,
2020; Set6-Pamies and Papaoikonomou, 2020). Various research models have been carried
out in various countries to find suitable strategies in helping the success of SDGs such as in
Indonesia (Apriliyani and Novita, 2019; Kurnia et al., 2020), Myanmar (Barkemeyer and
Miklian, 2019) and Italy (De Luca et al., 2020; 1zzo, Ciaburri and Tiscini, 2020). SDGs is a
development effort that includes economic, environmental and social aspects as well as
welfare to achieve a better quality of life for people (Apriliyani and Novita, 2019). The
SDGs are to ensure future generations have the ability to meet their needs and carry on life
in a better future. One of the indicators to support the realization of SDGs is by increasing
the company's financial performance, which is presented through company profits so that the
company's sustainability goals can be achieved. If the company is profitable, it is hoped that
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the company will also be more developed and can provide jobs for the community and help
reduce poverty. One of the objectives of SDGs is to reduce the poverty rate in Indonesia
(Indonesia Statistics, 2014).

Activities that can drive the success of SDGs are corporate philanthropic activities.
Corporate philanthropy can be considered as a company bridge to strengthen public relations
through a broader concept of Corporate Social Responsibility (CSR) (Razzaq, 2016). CSR is
defined as a company's efforts to contribute to stakeholders (Sumiati and Sueztianingrum,
2020). CSR is also a way in which company strategy and practice, namely a business model
affects external stakeholders and internal stakeholders of the company (Sumiati and
Sueztianingrum, 2020). CSR activities have a contribution to drive the achievement of
SDGs in 2030. Another benefit of CSR is to mitigate the company's business risk so that it
can maintain its competitive advantage compared to other companies (Razzaq, 2016).

Islamic Bank is a business entity or part of a business entity in the form of a limited
liability company (Razzag, 2016). Law No.21 of 2008 has stated that there is a social
function, in addition to the economic function of Islamic banks (Razzaqg, 2016). Other laws
and regulations that emphasize this social function are Law Number 40 of 2007 which
regulates the issue of Social and Environmental Responsibility which is a Limited Liability
Company commitment to participate in sustainable economic development in order to
improve the quality of life and the environment that is beneficial to the Company Limited to
itself, the local community, and society in general.

Islamic banks in Indonesia, apart from carrying out their function as institutions that provide
savings and loan services to and from the public, as well as providing several other financial
services, Islamic banks also carry out activities that are generous on the basis of love for fellow
humans by carrying out philanthropic activities (Razzag, 2016). This philanthropic activity aims
to touch important aspects in the context of sustainable development (Razzaq, 2016). This
concept is what brings together philanthropic activities realized with corporate CSR to improve
SDGs (Matuszak and Rozanska, 2018).

According to Global Reporting Initiative (2013), it is divided into 3 important aspects,
namely CSR for economic performance, CSR for environmental performance and CSR for
social performance. The CSR phenomenon according to Mustafa and Handayani (2011)
reveals that the company's goal is to maximize profits, whereas in corporate social
responsibility, it considers that CSR will add costs because extra costs must be spent for

social activities. This is supported by Lako (2011), which states that business people often



perceive CSR as a burden, not as a long-term investment that brings economic benefits to the
company. Therefore, many companies do not understand the benefits of CSR activities.

Research on CSR and financial performance has been carried out by many academics.
The results of the study prove that CSR has a significant positive effect on financial
performance (Chaudhary, 2005; Pan et al., 2014; Kim, 2015; Lin, Chang and Dang, 2015;
Kang and Wee, 2017). On the other hand, research on CSR and financial performance also
yields conflicting results. Some researchers also prove that CSR has a significant negative
effect on financial performance (Moslemany and Etab, 2017; Dabor, Kaka and Idogen, 2018;
Fijatkowska, Zyznarska-Dworczak and Garsztka, 2018; Haslinda, Nor Khadijah and Faizah,
2018; Matuszak and Rozanska, 2018).

Based on this phenomenon and research gap, it is necessary to re-research the effect
of CSR on financial performance. Therefore, the purpose of this study is about the role of
CSR in economic performance, CSR environmental performance and CSR social
performance in improving financial performance.

The novelty in this study is to break down CSR into 3 aspects so that this study can find
out in more detail the effect of CSR through these 3 aspects on financial performance and

financial performance acts as a driver of success in SDGs.

Il. Literature Review

Stakeholder theory is a concept of corporate responsibility towards stakeholders such as
shareholders, creditors, consumers, suppliers, government, society, analysts, employees and
other parties related to the company (Apriliyani and Novita, 2019). Stakeholder theory also
means that it is a basic concept that can explain social and environmental disclosures
(Moslemany and Etab, 2017). In this theory, a company is not an entity that only operates for
its own interests, but must also provide benefits to its stakeholders. This means that
stakeholder theory can be a basic concept of CSR.

According to (Simionescu and Dumitrescu, 2018) states that CSR is a form of corporate
obligation that is carried out voluntarily in order to provide a positive response to employees,
clients, the environment, the local community, as well as the obligation to support
performance that aims to improve financial performance in the long term and play a role as a
sustainable business development. CSR activities are a way for companies to communicate in
solving problems with society (Erica, Chris van and Steven, 2011). Based on this, it means
that CSR can be concluded as a company obligation that is carried out voluntarily by

providing benefits to company stakeholders as well as improving the company's financial



performance to support the sustainability of the company's operations. CSR indicators are
measured using the GRI guidelines.

Financial performance is an important aspect of corporate sustainability. The condition
of financial performance is also an important indicator of the company's sustainability
because the company's financial performance can see whether the company is good or bad.
Therefore, financial performance is an important resource for achieving company goals (M,
Ali and Habbe, 2012). Some researchers use the ROA indicator in examining financial
performance (Chaudhary, 2005; Pan et al., 2014; Kim, 2015; Lin, Chang and Dang, 2015;
Kang and Wee, 2017). ROA indicator is formulated with profit after interest and taxes
divided by total assets.

Various studies on CSR have been conducted. The results of the study prove that CSR
has a positive effect on financial performance (Chaudhary, 2005; Pan et al., 2014; Kim, 2015;
Lin, Chang and Dang, 2015; Kang and Wee, 2017). Research conducted by Lin, Chang and
Dang (2015) on the America Stock Market tested the effect of CSR on financial performance
and obtained significant positive results between CSR and financial performance. Another
study, conducted by Kim (2015) also proved significant positive results between CSR and
financial performance as measured by ROA in companies located in Korea. Researchers from
the State of Egypt (Kang and Wee, 2017) also examined CSR and financial performance on
the Egyptian stock exchange (EGX) and obtained significant positive results between CSR
and financial performance. Researchers from China (Pan et al., 2014) also examined CSR
and financial performance focused on mining sector companies in China, the results also
proved that CSR had a significant positive effect on financial performance. Hence, the
research hypotheses are:

H1 = CSR economic performance has a significant positive effect on financial performance
H2 = CSR enviroment performance has a significant positive effect on financial performance
H3 = CSS social performance has a significant positive effect on financial performance
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Figure 1. The Role of Philanthropy Activities in Islamic Banking: A Strategy to Achieve
Sustainable Development Goals

1. Methodology

This type of research includes explanatory research. The variables in this study are CSR
economic performance, CSR environment performance, CSR social performance as
independent variables measured using the GRI Index (G-4) in the sustainability report.
Financial performance variable as the dependent variable is measured by using ROA in the
annual report. The population in this study used 13 Islamic bank companies and 19
conventional banks. The sample selection used purposive non-random sampling in order to
obtain 4 samples of Islamic bank companies and 8 samples of conventional banks during
2010-2019 that met the sample criteria. Hypothesis testing uses multiple regression analysis
Eviews 10. The regression equation model is as follows:

FP=a+ B CSR_ECP+ B CSR_ENP + B CSR_SCP + ¢

IV. Results and Analysis
Descriptive Statistics

The description of each data variable that has been processed includes the mean,
median, maximum, minimum, and standard deviation values in this study are as follows:



Table 1. Descriptive Statistics

FP CSR_ECP CSR _ENP CSR_SCP
Mean 1.969167 0.567000 0.233083 0.332083
Median 1.820000 0.520000 0.160000 0.250000
Maximum 5.570000 1.000000 1.000000 1.000000
Minimum -3.600000 0.000000 0.000000 0.040000
Std. Dev. 1.290952 0.251395 0.253181 0.239045
Skewness -0.319661 0.229900 1.846302 1.331973
Kurtosis 4.802515 2.139404 5.540211 3.874721
Jarque-Bera 18.28897 4.760209 100.4400 39.30871
Probability 0.000107 0.092541 0.000000 0.000000
Sum 236.3000 68.04000 27.97000 39.85000
Sum Sqg. Dev.  198.3203 7.520720 7.627959 6.799979
Observations 120 120 120 120

Source: Secondary data processed, 2020.

Based on the statistical descriptive results of 120 observational data, the average
comparison of CSR economic performance activities is 56.7%, CSR environment
performance is 23.3% and CSR social performance is 33.2%. It can be seen that banks
allocate more funds towards CSR economic performance than CSR environment performance
and CSR social performance. At least, the allocation of funds is used for CSR environment
performance activities. This is probably because banking companies are companies engaged

in financial services so that economic aspects are prioritized over environmental or social

aspects.

Regression

The results of the regression test analysis are presented in table 2 below:

Table 2. Regression Analysis

Dependent Variable: FP

Variable Coefficient Std. Error t-Statistic Prob.
CSR_ECP -0.376308 0.269823 -1.394645 0.1661
CSR_ENP 0.380070 0.159794 2.378502  0.0192
CSR_SCP -0.047245 0.169233 -0.279170 0.7807

Source: Output Eviews 10, 2020.

Based on the results of the statistical regression test, it was obtained that the CSR
economic performance coefficient was -0.376308 with a probability value of 0.1661> 0.05,

which means that CSR economic performance has no significant effect on financial



performance. The CSR environment performance test results obtained a coefficient of
0.380070 with a probability value of 0.0192 <0.05, which means that CSR environment
performance has a significant positive effect on financial performance. The CSR social
performance test results obtained a coefficient of -0.047245 with a probability value of
0.7807> 0.05, which means that CSR social performance has no significant effect on
financial performance.

CSR economic performance and CSR social performance activities are corporate social
responsibility activities in economic and social aspects which are expected to provide benefits
for the company by increasing the company's financial performance and benefits for the
welfare of the company's stakeholders. The allocation of company funds based on statistical
descriptive data shows that the average CSR economic performance and CSR social
performance are more than CSR environment performance. However, in reality, based on the
results of statistical testing, CSR environment performance has a significant positive effect on
financial performance than CSR economic performance and CSR social performance which
have no effect on financial performance.

The funds allocated for CSR economic performance and CSR social performance so far
are only for carrying out company responsibilities to fulfill company obligations and fulfill
obligations based on regulations from the government its self. Another reason, possibly
because banking is a company engaged in financial services, so that it prioritizes corporate
obligations on economic and social aspects only, but it turns out that these activities are not
able to increase company profits through financial performance because even though the
company implements CSR, the company does not really understand the CSR activities.

CSR environment performance has the potential to increase the company's financial
performance, although the percentage of the allocation of funds is given to the environmental
aspect, it turns out that CSR environment performance can provide benefits for the company
through increased financial performance. This is probably because the company's CSR
environment performance has succeeded in reducing environmental damage around the
company so that the company can save on operational costs incurred. In addition, through the
environment, it can also create a positive image for the company so that people have
confidence that a company during its operations does not disturb the environment or harm the
surrounding community. This can support the company's sustainability so that the company

can generate maximum profit.



V. Conclusion

Based on the results of this analysis, it can be concluded that CSR environment
performance has the potential to improve financial performance. This also means that CSR
environment performance is also a driver in the success of SDGs. The implementation of
CSR economic performance and CSR social performance may not be optimal, this is
probably because the company still has a low understanding of CSR economic performance
and CSR social performance, so it is unable to improve financial performance. In addition, it
is also seen that the proportion of the allocation of funds given to CSR economic
performance, CSR environment performance and CSR social performance is not yet

balanced, so it cannot reveal all CSR aspects in the sustainability report.
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